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  1I INTRODUCTION 
If the early part of an individual’s working life had no negative immediate or long-
term consequences, then the school-to-work transition would be of little importance.
i 
Unfortunately, this is not the case. The early part of an individual’s career is the 
optimal time to invest in education and training. In fact, in many countries 
institutional arrangements are such that entry to vocational training programmes, such 
as apprenticeships, is restricted to ‘young’ people. Training leads to the acquisition of 
skills and hence entry to skilled occupations. Similarly, those young people who leave 
school at the minimum age and who do not take up training opportunities, are likely to 
cut themselves off from higher education opportunities, which lead to professional 
and managerial occupations. The consequence is that these young people are likely to 
enter unskilled ‘dead-end’ occupations in the secondary labour market (Doeringer and 
Piore, 1971). A lack of training and entry to unskilled occupations is likely to reduce 
lifetime earnings and increase the risk of experiencing periodic spells of 
unemployment.
ii  
Indeed, it is argued that unemployment has a ‘scarring effect’ and serves to reduce the 
probability of employment and future earnings and increase the risk of future 
unemployment (Arulampalam, 2001).  
A recent study by Omori (1997) reports clear evidence of lagged duration dependence 
of unemployment for US youths. After controlling for unobserved heterogeneity, he 
finds that ‘a one-month increase in the duration of past non-employment lengthens the 
expected duration of future non-employment by 0.39 months on average’ (p. 396). In 
addition, he finds evidence of negative duration dependence, which he argues is 
consistent with stigma and human capital decay.
iii Mroz and Savage (1999) also find a 
small positive effect of prior unemployment on the duration of the current 
unemployment spell as evidence of lagged duration dependence.  
As far as occurrence dependence is concerned, Narendranathan and Elias (1993) 
report that ‘the odds of becoming unemployed are 2.3 times higher for youths who 
were unemployed last year than for youths who were not unemployed’ (p.183). 
Arulampalam  et al. (2000) find that unemployment tends to bring future 
  2unemployment, whereas Burgess et al. (1999) find that early-career unemployment 
has some effect on later unemployment, but this effect varies for high and low-skill 
individuals. Arranz and Muro (2001) investigate state dependency of unemployment 
for young workers in Spain and find that past unemployment experience causes longer 
future unemployment spells. 
Longer-term state dependency is also investigated. Gregg (2000) reports strong 
evidence of state dependency induced by early unemployment using data for the UK. 
The effects of youth unemployment persist well into the future, at least until age 33. 
An additional two-months of youth unemployment is found to lead to an extra month 
of unemployment by age 33. In a study of the effects that early career experiences 
have on later outcomes for France, Germany and United States, Margolis et al. (1999) 
report that a lower employment probability is associated with a longer time to first 
job.  
In terms of earnings effects, Kletzer and Fairlie (1999) using data for the US estimate 
that for young unemployed workers the costs of job loss in terms of annual earnings 
are 8.4% and 13.0% lower relative to the expected level, for boys and girls, 
respectively.
iv Mroz and Savage (1999) report a long-term scar of youth 
unemployment on future earnings. In particular, they report a negative effect of prior 
unemployment on earnings, which is both large and persistent. For example, a six-
month unemployment spell occurring as long ago as four years is found to reduce 
wages by 2.3 percentage points. This leads them to conclude that ‘the magnitude and 
duration of the unemployment effect are simply too great to consider unemployment 
as a mere blemish’ (p.33).
v Gray (2000) examines the effect of unemployment on the 
earnings of young Australians and reports negative effects of early unemployment on 
both hourly earnings and weekly earnings. The length of time spent in unemployment 
also affects future earnings. 
In addition to imposing permanent scars on future employability and future earnings, 
unemployment can also leave scars on the individuals’ general well-being, which may 
also hamper future employment prospects. Korpi (1997, p. 127) argues that these 
scars may ‘lead to discouragement, inability to acquire new skills, or unsatisfactory 
performance at job interviews, all translating into a low job offer probability’.
vi 
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in Clark and Oswald (1994), Korpi (1997) for Sweden and Clark et al. (2001) for 
Germany. Clark and Oswald (1994), using data for Britain, report a lower mental 
well-being for those unemployed than those employed. Moreover, high and persistent 
levels of youth unemployment carry significant economic and social risks such as 
drug abuse, crime, vandalism and social unrest (Blanchflower 1999). 
A bad start in one’s working life, or an unsuccessful transition from school, can 
therefore be expected to have dire short-term and long-term consequences. 
Furthermore, if too few young people choose to continue their education or train, then 
there may be long-term macroeconomic consequences, such as the emergence of a 
‘skills gap’ (Prais, 1995), with a resultant negative effect on labour productivity and 
economic growth.  
In view of the importance of the school-to-work transition, this chapter seeks to 
review the international literature on this topic to identify common themes, whilst 
remaining sensitive to variations in the institutional context in each country. In 
particular, we review time series, cross-sectional and longitudinal studies and evaluate 
each type of study. We then estimate a set of pooled time series and cross-sectional 
models of the school-to-work transition for England using a unique dataset, which 
combines information on individual and family with that on their school background 
and local labour market. A key finding from the literature is that a young person’s 
exam performance at school is the most important determinant of the school-to-work 
transition. However, unlike most of the previous literature in this area, we allow for 
the endogeneity of exam performance at school in our models of the school-to-work 
transition. We also investigate whether the importance of several interaction effects 
between covariates to see if we can identify important ‘causal’ transmission 
mechanisms (Lenton, 2003).  
The remainder of the chapter is structured as follows. In section II we briefly describe 
the human capital model, which has provided the traditional framework within which 
to examine the school-to-work transition. Section III reviews the extensive literature 
in this area, focusing on US and UK studies, and distinguishes between time series, 
cross-sectional and longitudinal approaches. We also identify the factors that affect 
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use to estimate a set of multinomial models of the school-to-work transition for 
England for the period 1992-98.  Section V presents the results of our analysis, which 
is followed by our conclusions. 
II   THEORETICAL BACKGROUND 
Human capital theory is the most widely adopted framework for investigating the 
school-to-work transition. This is because the transition from school is often 
conceptualised as an investment decision to be made by young people, although there 
clearly is an element of consumption in the decision to go to college. We concentrate 
here only on the investment aspect of the decision. Accordingly, young people are 
assumed to choose from two alternatives – to continue to invest in more education or 
training beyond the current level of education or to stop investing in formal schooling 
and enter the labour market. Under the human capital investment model developed by 
Becker (1964, 1993), young people will choose to attend college only if the present 
value of the expected benefits exceeds the present value of the expected costs 
associated with this choice. There are costs associated with college enrolment, such as 
tuition fees, books and accommodation, foregone earnings and non-monetary costs. 
These costs are offset by expected benefits, including higher expected earnings, more 
secure and pleasant jobs, lower expected unemployment rates and also non-monetary 
benefits. 
Human capital theory highlights the importance of an individual’s ability and family 
background in the decision to invest in more education or training (Becker 1993). 
Young people with higher ability will have a greater demand for more education since 
they are more able to reap the benefit from investment in post-secondary education. 
The marginal benefit obtained from investment in education is higher for those with a 
higher level of ability, thus requiring more investment to equate marginal benefit with 
marginal cost. Human capital theory also suggests that in the presence of constraints 
in the capital market, family background plays an important role in the decision to 
invest in more education and training. This is because individuals from wealthier 
families have a lower marginal cost of investment. 
  5III   A REVIEW OF THE LITERATURE 
There is an extensive literature on the factors influencing the school-to-work 
transition. This literature consists mainly of studies for the US and the UK although 
recently, empirical work has been undertaken for other countries (see Merz and 
Schimmelpfenning (1999) and Riphahn (1999) for Germany and Soro-Bonamati 
(2000) for Italy.) Our focus is on the US and the UK literature. This literature is 
essentially concerned with the human capital investment decision, however, there are 
differences of focus. In the UK, the typical choices facing young people at age 16 are 
whether they stay on for further education (for academic or vocational course), enter 
the labour market and become employed or unemployed, or choose a government-
funded youth training programme (such as Youth Training). In contrast, in the US 
young people at age 18 choose between going to college (two years versus four years; 
public versus private), and entering the labour market to become employed or 
unemployed.  
3.1   Aggregate studies 
Different approaches have been adopted in empirical research. One approach 
employed in the earlier literature uses aggregate data to model the college enrolment 
decision and the staying-on decision in the US and UK, respectively. In the US, the 
proportion of the eligible population enrolling in a post-secondary institution is 
regressed on explanatory variables. In the UK, the dependent variable is the 
proportion of school leavers who stay on for further education. 
For the purpose of this chapter, only a very brief account of these earlier studies is 
given because this literature has been reviewed extensively elsewhere (Jackson and 
Weatherby 1975, Leslie and Brinkman 1987, Becker 1990). While there is only time 
series analysis in the UK literature, the US literature includes both time series and 
aggregate cross sectional studies. The typical explanatory variables employed in the 
regression include measures of tuition fees at the institution attended, the cost of 
attending substitute institutions, labour market conditions, the proximity of substitute 
institutions, financial aid at the institution, and socio-economic variables. The issue 
that is most often investigated by these studies is the variation in demand for higher 
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income and cost effects on college attendance. The income effect is a measure of how 
changes in family income affect college attendance. The cost effect is a measure of 
how changes in college costs (e.g. tuition fees, transportation costs) influence college 
attendance. However, there is no consensus on the appropriate measure of income and 
the specification of the cost variable varies across institutions depending on whether 
the institution is public or private. These differences led Becker (1990) to conclude 
that the estimates of these two variables are “sensitive to the definition of other 
variables included as regressors and the type of data base employed” and are 
dependent on “the functional form specification and the estimation techniques 
employed” (Becker 1990, p. 163). 
The UK literature is mostly concerned with the post-compulsory education choice of 
young people at the age of 16 using time series analysis. The dependent variable in 
these studies is therefore the proportion of school leavers who stay on to further 
education.
vii An exception is Pissarides (1982) who investigates the determinants of 
the proportion of 18-year-olds entering university. As compared with the US 
literature, the UK studies use more consistent data and more advanced econometric 
techniques. Pissarides (1981), analysing the time series data for staying-on for the 
period 1955-78, concludes that variations in the proportion of young people 
proceeding to further education were the result of movements of relative earnings 
between manual workers and highly qualified workers, coupled with changes in 
household permanent income. Whitfield and Wilson (1991) argue that Pissarides’ 
model (1981) lacks robustness when applied to more recent data. They then apply 
vector auto-regression techniques for a longer period from 1956/7 to 1985/6. In their 
study, they identify the unemployment rate, the rate of return to education, the social 
class structure and the proportion of school leavers in youth training schemes as the 
main determinants of the long run staying-on decision. McVicar and Rice (2001) 
extend the work of Pissarides (1981) and Whitfield and Wilson (1991) by applying 
cointegration analysis to an extended period from 1955 to 1994. They find that 
increases in the participation rate are due to improvements in the level of exam 
attainment at school and the expansion of the higher education sector. Other important 
factors are labour demand fluctuations and changes in unemployment. McIntosh 
(2001) presents similar findings for Germany, the Netherlands, Sweden and England.  
  73.2   Cross-sectional discrete choice studies 
A major limitation of the studies discussed in section 3.1 is that they do not model 
individual level data, which is actually the level at which the school-to-work transition 
decision is made. Cross-sectional discrete choice studies have the advantage that they 
model the school-to-work transition using individual level data. Researchers have 
tended to adopt increasingly sophisticated econometric techniques. For instance, some 
studies adopt the binary choice logit or probit model, whereas other studies use 
ordered or multinomial logit models. Fundamentally, the specification of the 
econometric model depends on the conceptualisation of the choice set available to 
young people. 
Early research in particular conceptualised the choice set as a binary choice problem 
in which, for instance, high school graduates are assumed to have two alternatives: 
college attendance or labour market entry. In the UK context, young people reaching 
the end of compulsory schooling either stay on or they enter the labour market. This is 
perhaps the most common specification. Earlier studies include Christensen et al. 
(1975), Willis and Rosen (1979), Borus and Carpenter (1984), Micklewright (1989). 
More recent literature includes Kane (1994), Evans and Schwab (1995), Ganderton 
and Santos (1995), McElroy (1996), Ellwood and Kane (2000). Even with this simple 
binary choice model the definition of the dependent variable varies between studies. 
For example, in the US literature the dependent variable has been defined as ‘years of 
completed schooling greater than 12’ (Averett and Burton 1996), or as ‘attending 
four-year college’ (Evans and Schwab 1995, and McElroy 1996, Ellwood and Kane 
2000), or simply as ‘attending college’ in other studies. The definition of the 
dependent variable in the UK literature is more consistent and is defined as the 
decision to stay-on or proceed to further education, typically made at age 16. This 
simple dichotomy has been criticised as inadequate to capture the complexity of the 
school-to-work transition (Andrews and Bradley 1997). More recently, researchers 
have moved away from specifying the binary choice model toward either ordinal or 
multinomial models.  
Multinomial logit models have been used to model the transition from school. 
Examples for the US are studies by Corman (1982), Rouse (1994) and Hilmer (2001). 
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Bradley and Taylor (2002) and Rice (2000). The definition of the choice set that 
students face when graduating from high school are more consistent. The differences 
remain mainly because of institutional differences between countries. In the US 
literature, the common choice set that students are facing is often specified as 
consisting of (i) two-year college; (ii) four-year college; and (iii) no college – labour 
market entry. This specification helps overcome the arbitrary definition of college 
enrolment evidenced in the review of the literature that uses the binary choice model. 
Still, this specification has several drawbacks. First, the choice set of college 
alternatives is still highly aggregated, consisting of only two choices. This 
specification might cause loss of valuable information when a more dissaggregated 
specification is more appropriate.  Secondly, it treats different labour market states 
(employed versus non-employed/searching for a job) as the only non-schooling 
alternative to college enrolment choices. It is reasonable to suspect that splitting up 
the “labour market” alternative into employed and non-employed is more appropriate. 
Nguyen and Taylor (2003) have shown that a more disaggregated specification is 
appropriate.  
The ordered probit model has also been specified to model the decision to attend 
college. Hilmer (1998) has suggested that the student’s decision to attend college 
follows a natural ordering that depends on his or her college graduation probability. In 
particular, he suggests that students with a high probability will attend a 4-year 
college, those with a mid-range probability will attend a 2-year college, and those 
with a low probability will attend neither. This led him to employ the ordered probit 
model for the decision to attend college. Although the ordering of 4-year/2-year/non-
attendance seems appealing, Hilmer (2001) admitted that this ordering may not be 
appropriate, particularly when one is considering the choices between public and 
private 4-year college. The ordered probit/logit model might not be appropriate, 
however, if there is no clear ordering then the multinomial logit model is the preferred 
specification. For the UK, Dustmann et al. (1996, 1998) estimated an ordered probit 
model which specifies the following ordinal outcomes: (i) join the labour market full-
time; (ii) enrol in a training scheme, or (iii) continue in full-time education.  
  93.2.1  The impact of covariates  
In addition to the role of the earnings differential, human capital theory also suggests 
other important factors that might influence the transition from school. The following 
sections contain a brief discussion of the factors found important in the literature. Due 
to the difficulty caused by the huge differences between countries in the model 
specifications and definitions of variables employed in these studies, it is easier to 
discuss the empirical findings reported in the literature by grouping the factors into (i) 
personal characteristics, (ii) family background, (iii) school related variables; and (iv) 
labour market conditions.  
Personal Characteristics 
Ability/Academic attainment: Measured ability has been incorporated into empirical 
work. Human capital theory suggests that an individual’s ability may play an 
important role in the decision to invest in post-school education. More able students 
will be more likely to make further investment in post-secondary education, other 
things equal, because their expected returns from college should be higher and they 
are more able to reap the benefits.  
Empirical studies invariably report that ability is a powerful predictor of college-going 
behaviour or the decision to stay on (e.g. Christensen et al. 1975, Borus and Carpenter 
1984, Micklewright 1988, Ganderton and Santos 1995, Rouse 1994, Averett and 
Burton 1996, Hilmer 1998, 2001, Rice, 2000). Measures of ability reported in the 
literature are high school achievement, i.e. test score, grade and class rank, but the 
most often used is test score. Various test scores have been included in empirical work 
as a measure of ability.  
There is a potential problem of endogeneity associated with the inclusion of prior 
attainment in models of the school-to-work transition. For example, young people 
who have a very clear plan to attend college have a strong motivation to perform well 
in these tests and exams. Students’ decisions about working to achieve high test or 
exam scores in compulsory schooling are therefore influenced by their ambition to 
proceed to post-compulsory education. On the other hand, students who have decided 
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well in these tests or exams. As a result of this selection process, the test score used in 
empirical work might well be endogenous. Very few studies have attempted to deal 
with this problem appropriately. Some authors acknowledge this problem (McVicar 
1999a), while others exclude the measure of ability from their model. For example, 
Evans and Schwab (1995) report that they had to exclude this measure because of 
potential endogeneity. Exceptions are the studies by Behrman et al. (1992), and 
Bradley and Taylor (2002) both of which use the instrumentation technique to 
overcome the endogeneity problem.
viii  
Gender differences: Relatively few studies examine this issue, particularly for the US, 
however, girls usually have a higher probability of enrolling in college (Borus and 
Carpenter 1984, Kane 1994). Rouse (1994) reports that girls have a higher probability 
of enrolling in both two-year college and four-year college. There is some evidence 
pointing to the opposite with boys found to be more likely to enrol in college (Hilmer 
2001). 
Several studies address the difference between boys and girls by estimating separate 
models for each gender (for example, Andrews and Bradley, 1997) because of 
differences in preferences. The most able girls have a strong preference for non-
vocational continuing education. Rice (1999) estimates separate models for boys and 
girls and reports evidence of gender differences for the least able group with girls 
being twice as likely as boys to continue in full-time education whereas the gender 
differences become negligible for the most able group. In a subsequent study, Rice 
(2000) reports that the gender gap with respect to participation in further education 
tends to widen as the level of ability, reflected by performance in GCSE exams, 
declines.
ix  
Averett and Burton (1996) estimate separate probit models for boys and girls to 
examine gender differences using data from the National Longitudinal Survey of 
Youth. They report a number of gender differences with respect to family background 
factors and the college wage premium; that is the earnings differential between those 
with a high school diploma and those with a college education. Boys are found to be 
responsive to the college wage premium, whereas the effect on girls is not significant. 
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in the school-to-work transition. A common perception, which may arise from an 
analysis of simple descriptive statistics, is that young people from ethnic minority 
groups are less likely to choose the post-compulsory education route than whites. This 
may be because they are from a poor socio-economic background and their parents’ 
educational attainment is relatively low. Multivariate analyses demonstrate that this 
perception is incorrect, since young people from ethnic minority backgrounds are 
more likely to make their transition to post-compulsory education. In the US, Evans 
and Schwab (1995), Averett and Burton (1996) and Ellwood and Kane (2000) report 
that black and Hispanic high school graduates are more likely to attend college ceteris 
paribus. DesJardins et al. (1999) also report that Blacks and Asians are more likely to 
attend college, whereas Hispanics are not significantly different from whites. 
Ganderton and Santos (1995) estimate probit models for separate ethnic groups, 
including white, black and Hispanic. In general, they find that more able high school 
graduates are more likely to attend college regardless of ethnic group.  
Evidence from multinomial choice models is less clear-cut. Nevertheless, there is 
evidence of young people from minority ethnic groups taking a more academic route, 
i.e. four-year college. Hilmer (2001) Rouse (1994) and Nguyen and Taylor (2003) 
report that black students are more likely to enrol in college than white students, but 
tend towards four-year college. For other ethnic groups, Rouse does not find any 
evidence of ethnic differences. Ordovensky (1995) shows that both Blacks and 
Hispanics are more likely than whites to enrol in four-year college and in an academic 
program in two-year college, but are not different from whites in enrolling for a 
vocational program in two-year college or a vocational trade school. 
Evidence of ethnic differences can also be found in the UK literature. Leslie and 
Drinkwater (1999), Rice (2000) and Bradley and Taylor (2002) explicitly examine the 
effect of ethnicity on the school-to-work transition. A general finding is that students 
from ethnic minority backgrounds are more likely to make the transition into further 
education. Leslie and Drinkwater (1999) pay particular attention to the situation of 
ethnic minority groups and find evidence of a separate ethnicity effect influencing the 
decision to stay-on to further education. In particular, the higher probability of ethnic 
minorities participating in further education is related to the higher expected future 
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the participation rate in further education, training and the labour market. She finds 
that differences vary across the spectrum of academic attainment as measured by 
GCSE attainment. One of the problems with this study is that the labour market entry 
outcome is treated as homogeneous, insofar as it combines the employed with the 
unemployed. Bradley and Taylor (2002) extend this approach and identify five 
outcomes: academic further education, vocational further education, employment, 
training and unemployment. Ethnic minority students are more likely to participate in 
further education than their white counterparts.  
One reason advanced in the literature for the higher probability of participation in 
post-compulsory education is racial discrimination in the labour market (Rice 1999, 
2000 and Leslie and Drinkwater 1999). If a person believes that he is going to face 
discrimination in the labour market, we expect that person to make further investment 
in education. This is because of (i) the lower opportunity costs of further education 
(i.e. foregone earnings would be small if the probability of being unemployed is high); 
or (ii) the higher return to additional qualifications than similarly qualified individuals 
from the majority group. This helps to compensate for the disadvantages resulting 
from labour market discrimination. 
Family background 
Several measures of family background have been used in the literature: family 
income, parental education, parental occupation, family structure and family size. 
Parental education: The more education a parent has received then the greater will be 
their encouragement with respect to their child’s investment in education. In addition, 
parental education is likely to be an indicator of the amount of intellectual heredity 
that children receive (Haveman and Wolfe, 1995).  
In both the college enrolment model and staying-on models, parental education is 
found to be one of the most powerful factors. The more education parents have 
acquired the more likely are their children to make the transition to college in the US 
or stay on to further education in the UK. A variety of measures of parental education 
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Rosen 1979, Averett and Burton 1996, and McElroy 1996) while others use various 
dummy variables to capture this effect (Christensen et al. 1975, Kane 1994, Rouse 
1994, Ellwood and Kane 2000, and Evans and Schwab 1995). Using an ordered probit 
model, Hilmer (1998) finds that the level of parental education has a positive effect on 
the probability of going to college. In multinomial choice models, Rouse (1994) and 
Ordovensky (1995) also report a significant and positive effect of parents’ education 
on the probability of enrolling in college.  
Family/parental income has long been believed to be an important factor determining 
the school-to-work transition because it is the primary determinant of resources 
available to finance education. High parental income should therefore be positively 
related to post-secondary education. Measures of family income have been found to 
be an important factor in many empirical studies. Earlier evidence includes 
Christensen et al. (1975), Corman (1982) and Micklewright et al. (1990). More recent 
evidence includes Kane (1994), Rouse (1994), Evans and Schwab (1995), DesJardin 
et al. (1999), Ellwood and Kane (2000) and Hilmer (1998, 2001). It is noted here that 
the definition of income varies across studies. Ellwood and Kane (2000) measure 
income in quartiles. DesJardin et al.  (1999) use dummy variables to control for 
income. Others use continuous measures of income. Recently, Cameron and Heckman 
(1998) have criticised these approaches insofar as the decision to enrol in college 
depends on a family’s ‘permanent income’ rather than ‘temporary income’. An 
important issue that is closely related to that of family income is the question of the 
effects of financial aid and tuition on the college enrolment of high school graduates. 
Several studies have found a positive effect of financial aid on the college enrolment 
rates.
x  
Parental occupation is another measure of family background that is often found to be 
an important determinant of the school-to-work transition. From the perspective of 
investment in human capital, parents who have acquired high occupational status will 
be more likely to encourage their children to follow educational routes and more 
importantly have more resources available to support their children’s education. 
Parental occupation has been included in empirical work for both the US and the UK, 
and is generally found to be important. Although the definition of parental occupation 
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managers are more likely to choose post-compulsory education rather than labour 
market entry. In empirical studies, occupations of both parents are often included (e.g. 
Averett and Burton 1996, Ordovensky et al. 1995, Rice 1999, Bradley and Taylor 
2002) 
Parental employment is often used as a measure of family resources in empirical 
work. Several studies, mostly from the UK, control for parental employment status. 
Within the context of binary choice models, evidence of the effect of parental 
employment on the staying-on decision has been reported in several studies. Leslie 
and Drinkwater  (1999) and Gregg (2000) report a positive effect of parental 
employment on the staying-on decision. Rice (1999) obtains this result for mother’s 
employment for boys. In the US literature, Kane (1994) controls for the potential 
effects of parents’ employment but fails to obtain a statistically significant result. It is 
noted here that the failure to obtain a significant result for parents’ employment may 
be due to other measures having already captured the effects of family resources.  
In multinomial choice models, there is some small evidence of the effect of parents’ 
employment status. Armstrong (1999) reports that young people whose mothers are 
employed full time are more likely to stay on but this variable has little effect on other 
outcomes. More striking is that father’s employment status has no effect whatsoever 
on the choice made by students. Bradley and Taylor (2002) find only weak evidence 
of the importance of parents’ employment status. For example, they report that 
students whose parents are both workless are more likely to be unemployed. Rice 
(2000) failed to obtain any effect of parents’ employment. This might be explained by 
the fact that her models control extensively for family resources, namely parents’ 
occupation, number of siblings and the type of housing. 
Family size,  as measured by the number of siblings, is often included as an 
explanatory variable in models of college attendance. The importance of this variable 
derives from a belief that there is a trade-off between child quality and quantity. 
Families are seen as solving a constrained maximisation problem.  A families’ utility 
is maximised with respect to the quantity and quality of children as well as other 
goods. The constraints are budget and time. The trade-off exists since parents’ 
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(Becker and Tomes 1976, 1979 and Hanushek 1992). The theory implies that the 
larger the number of siblings in the family, the less likely high school graduates are 
able to make the transition to college. Despite its supposed importance only a few 
studies have examined its effect.  
For the US, several studies find the number of siblings to be an important factor in 
explaining the college attendance decision. For example, Rouse (1994), Ganderton 
and Santos (1995), Averett and Burton (1996) and DesJardins et al. (1999) report that 
the presence of siblings in the family reduces the probability of enrolling in college. 
However, Willis and Rosen (1979) fail to find such evidence. For the UK, several 
empirical studies report the negative effect of family size on college attendance 
(Micklewright 1989, Micklewright et al. 1990, Dustmann et al. 1998 and Armstrong 
1999).  
Family structure has received little attention in the literature. The study by Evans and 
Schwab (1995) is among one of the very few studies that allow for the effects of 
family structure on the transition decision. They report that non-intact families have a 
negative effect on the probability of attending college. Ellwood and Kane (2000) 
estimate a binary probit model explaining the decision to attend college. They find a 
positive effect of family structure on the decision to attend college but fail to find such 
evidence when they define the dependent variable as the decision to enrol in four-year 
college. Bradley and Taylor (2002) report some evidence of the disadvantages 
associated with being in a single parent family. They report a higher probability of 
being unemployed if boys live in a single parent family and a lower probability of 
being employed or in a youth training scheme for both boys and girls. Their results 
also indicate that students from a single parent family are no less likely than those 
from a two-parent family to make the transition into academic and vocational further 
education. 
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Do schools matter with respect to the school-to-work transition? Surprisingly, the 
literature is very thin on this question with only a few studies attempting to control for 
school effects. 
Type of school: In the US literature, studies examine the effect of public school versus 
private school and in particular the effect of Catholic school. This is because the 
private school sector is made up largely of Catholic schools (Neal, 1997). Catholic 
schools in the US are believed to render a better service to students. Students 
graduating from Catholic schools are believed to be better academically prepared and 
more likely to go to college (Evans and Schwab 1995, Ganderton and Santos 1995, 
Ellwood and Kane 2000). Evans and Schwab (1995) examine the effects of attending 
Catholic school on the probability of attending four-year college using data from High 
School and Beyond. They define college students as those attending four-year college, 
but not those attending two-year college. Due to the possible endogeneity of attending 
a Catholic school, they estimate a bivariate probit model as well as a single equation 
probit model and find that students enrolled in Catholic schools have a significantly 
higher probability of attending college and that no evidence of selection bias is found 
in the single equation probit model.  
Evidence of the effects of school type can also be found in the UK literature, where 
comparisons are often drawn between grammar, private (both selective) and 
comprehensive schools (Micklewright 1989, Andrews and Bradley 1997, Dustmann et 
al. 1998, McVicar 1999a, Rice 1999, 2000, and Bradley and Taylor 2002). The 
general finding is that students from selective schools are more likely to make the 
transition to further education than students from comprehensive schools. 
Other aspects of high schools have also been included in the model as control 
variables. School size is found to have had an impact on the choice of school leavers 
(Borus and Carpenter 1984, DesJardin et al. 1999). There is some evidence that the 
pupil/teacher ratio has a negative effect on post-school outcomes (Borus and 
Carpenter 1984) for the US, but Dustmann et al. (1998) fail to obtain such evidence 
for the UK. McVicar (1999b) even finds the unexpected result that a higher 
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which could be taken as a measure of school quality, is found to be an important 
factor in the UK context. It increases the chance of students staying on rather than 
opting for other choices (Andrews and Bradley 1997, Armstrong 1999, Bradley and 
Taylor 2002).   
Local Labour Market Conditions 
Local labour market conditions, in particular the local unemployment rate, have been 
postulated to affect the choices made by young people about to leave school. There 
are two contrasting arguments. One is the human investment decision and the other is 
the discouraged worker effect. On the one hand, the unemployment rate in the local 
area where the young person lives could be expected to affect the opportunity cost of 
attending college. A higher unemployment rate would lower the opportunity cost of 
further education if that rate meant that the individual has a greater probability of 
being unemployed. On the other hand, a higher local unemployment rate might 
indicate that the family is less likely to have resources to support college education for 
their children. Higher unemployment rates also mean that it is difficult for youths to 
find employment while in college, forcing youths to enter the labour market. 
In the UK literature, it seems that there is consistent evidence with respect to the 
effect of local unemployment rates on the school-to-work transition. Rice (1987, 
1999, 2000), Andrews and Bradley (1997) and Bradley and Taylor (2002) find that 
higher unemployment rates encourage greater participation in further education.  
However, the picture is less clear in US literature. In part, this is because there are 
only a small number of studies that attempt to control for this variable due to a lack of 
data. A higher unemployment rate is reported by Averett and Burton (1996) to 
encourage college enrolment, whereas Hilmer (2001) reports that the local 
unemployment rate has no effect on college enrolment for both two-year and four-
year college but has a positive effect on non-college choice. 
3.3  Longitudinal studies – the time to first job 
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employment hazard.
xi The question addressed in the literature is how successfully the 
individuals enter the labour market, and how the probabilities of exiting to first job 
change over time (duration dependence). The main advantage of explicitly modelling 
the time to first job is that it shows how the employment probability of school leavers 
varies over time, whether it is constant, increasing or decreasing. This can be seen 
through the shape of the baseline hazard, which is drawn for the ‘base group’. The 
shape of the baseline hazard can be determined parametrically, in which case its shape 
is determined by the parameters of an underlying statistical distribution, or non-
parametrically, where the shape is determined by the data. 
3.3.1  The shape of the baseline hazard 
Evidence of negative duration dependence is reported in Franz et al. (2000), Nielsen 
et al. (2001) and Chuang (1999). Franz et al. (2000) estimate a nonparametric 
baseline hazard model for the time to first job of German youths. Their estimation 
results show that the hazard rate of employment after the first three months is about 
11 percentage points but then drops to 5 percentage points for the next three months 
and then to 4 percentage points thereafter. Nielsen et al. (2001), investigating the 
transition from school to work for second-generation immigrants in Denmark, report 
evidence of negative duration dependence for youths. They find that the hazard rate is 
very high during the first month after leaving school, after which the hazard rates tend 
to become constant until 12 months after leaving school and then declines thereafter. 
While Franz et al. (2000) and Nielsen et al. (2001) estimate a flexible nonparametric 
baseline hazard, they fail to control for unobserved heterogeneity. It is well known 
that failure to control for unobserved heterogeneity may bias the results, and the 
evidence of negative duration dependence reported in these studies may well be 
spurious. In contrast to other studies mentioned above, Andrews at al. (2002), who 
model the school-to-work transition of school leavers in a competing risks framework 
to control for unobserved heterogeneity with three alternative distributions, 
parametrically (Gaussian and Gamma) and non-parametrically (Heckman and Singer). 
After controlling for unobserved heterogeneity the evidence of negative duration 
dependence seems to disappear. However, in common with other studies, Andrews, at 
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the labour market and then fall dramatically to a much lower level.  
Elsewhere, the literature concentrates on the effects of vocational training and 
apprenticeships on the transition to first job (Franz et al. 2000, and Bonnal et al. 2000, 
Genda and Kurosawa 2000). Bonnal et al. (2000), for example, compare the effect of 
apprenticeships with the effect of the traditional vocational schooling programmes in 
France on the hazard of exiting to first job. They find that having an apprenticeship 
has a distinct advantage over the traditional vocational schooling programme. Genda 
and Kurosawa (2000) estimate Cox proportional hazards models using data for Japan 
and find that school leavers enrolled in special high school vocational programs have 
a significantly shorter time to become full-time workers.   
3.3.2  The impact of covariates 
The impact of covariates on the re-employment probability is very similar to those 
reported for the cross-section studies discussed above. Academic attainment has the 
strongest effect and increases the re-employment probability. Gender and ethnic 
differences have also been found (Eyland and Johnson 1989, Chuang 1999, Franz et 
al. 2000, and Lassibille et al. 2001, Dolton et al. 1994, Bonnal et al. 2000, Andrews at 
al. 2001). While Eyland and Johnson (1989) report that girls take longer to find their 
first job than boys in Australia, the opposite result is found for Denmark by Bratberg 
and Nilsen (2000). Using Spanish data, Lassibille et al. (2001) report that ‘girls are 
less likely to find their first job in less than 10 months compared with boys’ as 
evidence of ‘discrimination against women at a very early stage of their working life’ 
(p. 142). Genda and Kurosawa (2000) also report a lower hazard rate for girls, thus 
supporting the finding by Lassibille et al. (2001). But this finding is reversed for 
Taiwan, where boys have a lower hazard rate than girls (Chuang 1999). Franz et al. 
(2000) report no difference in the hazard rate of exiting to a job for boys and girls in 
Germany. Andrews at al. (2002) report that most girls are found to exit to jobs that 
match their occupational preferences and no girls end up in a mismatching Youth 
Training programme. A majority of boys are found to exit to mismatching jobs and a 
mismatching scheme. 
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investigated in both structural models and reduced-form models. Wolpin (1992) 
estimates a structural model for the transition from school to full-time employment for 
black and white high school graduates using data for the US. He reports that Blacks 
have a higher probability of receiving job offers but face a lower wage return to 
experience and a less diverse wage offer distribution. In a later study, Eckstein and 
Wolpin (1995) report that Blacks have a longer unemployment duration and lower 
accepted mean wage. However they conclude that ‘differences in unemployment 
durations by race […] are primarily due to differential rates at which job offers are 
accepted rather than to differential job offer probabilities, which are found to be close 
to one’ (Eckstein and Wolpin 1995, p. 285). Bowlus et al. (2001) conclude that ‘the 
longer unemployment duration for Blacks stems from their lower arrival rate of job 
offers while unemployed’ (p. 334). 
In the UK literature, both Dolton et al. (1994) and Upward (1999) find that ethnic 
minorities do not have lower rates of exit to the first job. In contrast, a competing 
risks model employed by Andrews at al. (2002) reveals interesting findings of 
ethnicity differences with respect to both unemployment duration and matching in the 
labour market.  Non-white boys and girls are found to leave unemployment quicker 
than their white counterparts. They are also found to prefer a job to a training scheme 
even though the job does not match with their occupational preferences. Andrews at 
al. (2002) conclude that this is evidence of discrimination in the labour market against 
ethnic minorities. Further evidence of discrimination against ethnic minorities can 
also be found in Andrews at al. (2001) where ‘job seekers from a minority ethnic 
background have a lower probability of a match, particularly in terms of application to 
YTS vacancies’ (p. 353). 
Several family background factors have been found to influence the re-employment 
hazard and equivalently the duration of job search of school leavers. Franz et al. 
(2000) report that the occupational status of the head of the household is a decisive 
determinant of the duration of non-employment of youths. They argue that their 
results support the notion that ‘qualified staff receives an extra premium by having 
their children favoured in the recruitment process’ (p. 407). Andrews at al. (2001) 
report similar results indicating that youths whose parents are in professional and non-
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employment duration. However, this is not always supported by findings from other 
studies. Dolton et al. (1994), for example, find that girls with parents in higher 
occupation groups have higher hazard rates, but this result does not apply to boys and 
disappears when the whole sample is used. Lassibille et al. (2001), on the other hand, 
find that social class background proxied by father’s occupation does not have any 
effect on the probability of getting a job.  
Eyland and Johnson (1989) report that young people who have at least one parent 
with post-secondary education have a shorter time to first job. The result that higher 
parental educational levels lead to higher children’s employment probability is also 
reported in Main (1985). But Main and Raffe (1983) find a negative effect of parental 
education on employment probability. This corroborates the findings of Nielsen et al. 
(2000) that ‘the education of the parents seems to exert a “perverse” effect on the 
probability of entering the first job after leaving the educational system’ (p. 21). In 
particular, a higher level of education of parents seems to ‘prolong the non-
employment spell’. Betts et al. (2000) also report a negative effect of mother’s years 
of education on the hazard of exit to first job for Canadian university graduates. In 
this connection, Chuang (1999) finds that parental education does not have any effect 
on the hazard of exiting to first job. This “perverse” effect can be reconciled by the 
fact that parental education levels may correlate with family income. Children from 
higher income families may have more resources to search longer for a better 
matching job since they are more likely to reject ‘low quality’ job offers or may 
simply have a higher reservation wage. 
Another aspect of family background is the number of siblings, which has been found 
to have a negative effect on the hazard of exiting to first job (Dolton et al. 1994), and 
to be associated with a longer search period for the first job (Bratberg and Nilsen 
2000).  
Various other factors that reflect aggregate employment opportunities (or aggregate 
labour market conditions) have also been controlled for in several empirical studies. 
However, there is little consensus with respect to the specification of these factors. 
They include urbanicity (Lassibille et al. 2001), conditions in the local labour market 
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geographical areas (Betts et al. 2000, Nielsen et al. 2001), and the business cycle 
(Andrews et al. 2002). 
IV   THE SCHOOL-TO-WORK TRANSITION IN THE 1990s 
In this section we estimate several cross-sectional models of the school-to-work 
transition for England for the period 1992-98. These are in keeping with the literature 
discussed in section 3.2, above, except that we try to control for the endogeneity of 
school choice and exam performance. These issues are discussed in more detail in 
section 4.3. In section 4.1 we describe a unique database that has been constructed for 
our analysis, which combines data from several sources.  
4.1  The Youth Cohort Survey 
 
We use individual level data from the Youth Cohort Studies (YCS) for 1992, 1994, 
1996 and 1998, which correspond to YCS6-YCS9. Respondents completed the YCS 
questionnaires in the year following the end of their compulsory education at school. 
This is combined with data for each young person’s school obtained from the annual 
Schools' Census and the annual School Performance Tables. District-level 
unemployment rates were obtained from the National Online Manpower Information 
Service, and county level earnings data were derived from the New Earnings Survey.  
The use of district level, rather than travel-to-work area, unemployment rates can be 
justified on the ground that young people are less geographically mobile than their 
adult counterparts. Table A1 in the Appendix shows the means for each covariate. 
 
The effect of personal characteristics is captured by gender and ethnic background. 
Following Bradley and Taylor (2002), ethnicity is split into white, Afro-Caribbean, 
Bangladeshi/Pakistani, Indian and Chinese/other. Several variables capture the effect 
of family background, such as whether a young person comes from a single parent 
family, where we distinguish between having a father-only and mother-only, the 
number of siblings and parental occupation.
xii The impact of family income and the 
quality of the neighbourhood is indicated by the family’s accommodation 
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parents are both in work or both workless.  
 
Rather than include numerous measures of school quality, we adopt a more 
parsimonious approach by including the proportion of pupils achieving 5 or more 
GCSEs grades A*-C. This can be regarded as an ‘index’ of school quality. Several 
other school level variables are used as instruments to predict each young person’s 
exam score (see section 4.3 and footnote 8).  
The literature review suggested that school-to-work transition depends on conditions 
in the local labour market, therefore we include the local unemployment rate, 
measured at the district level, and the youth wage relative to the adult wage. The 
relative wage is chosen because it is a general measure of foregone earnings that is 
likely to impact on all post-school outcomes.  
 
Finally, the exam performance of the young person is included in our models. This 
refers to attainment in up to 10 GCSE exams, which is classified into one of six 
mutually exclusive categories, ranging from no exams to 10 GCSE A*-Cs. Rather 
than include the actual value of this variable, we include the predicted value in light of 
the potential endogeneity bias referred to above.  
 
4.2 Econometric  framework 
 
Young people approaching the end of their compulsory schooling face a wider range 
of choices, or options. We identify J + 1 = 5 choices. These are as follows: to 
continue in education either for an academic course, such as A-levels (y = 0) or a 
vocational course (y = 1); to enter a publicly funded training programme (y = 2); to 
enter permanent employment (y  = 3); or to become unemployed or economically 
inactive (y = 4). These five categories make up the dependent variable, that is, y = j; j 
= 0,....,J. We estimate multinomial logit regressions and denote Pij as Prob(Yi = j), the 
probability that the  ith young person chooses the jth option, which  can be written as 
 
   l o g   ( P ij / Pio) = x i (β j - β 0)     (1) 
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where i refers to N individuals and j to the 0,...,J choices.     
  
In view of the results surveyed in the literature review, separate models are estimated 
for boys and girls. Only the estimated marginal effects, which are evaluated at the 
means of the independent variables, are reported here.  
 
4.3  Endogeneity and identification 
 
Several sources of endogeneity could be present in our analysis. First, we have 
already discussed the possibility that educational attainment may be endogenous in 
models of the school-to-work transition. To deal with this problem educational 
attainment is instrumented, and identification is achieved by including variables such 
as, the pupil/teacher ratio, school type and school size (see Bradley and Taylor, 2002 
for more details) Second, the pupil/teacher ratio variable itself could also be 
endogenous in our exam attainment model if parents with greater resources send their 
child to a school with a ‘good’ exam performance. The effect of this is to raise the 
pupil/teacher ratio in ‘good’ schools. The instruments used to identify the 
pupil/teacher ratio are random demographic change in the relevant age cohort, teacher 
shortages and the pupil/teacher ratio in each school’s local education authority area 
(LEA), a policy variable. Thirdly, parents who intend to encourage their child to 
proceed to further and higher education will choose a school of high quality for their 
child. This will induce an upward bias on the school quality variable, hence this 
variable is also instrumented using a large number of school level variables. Bradley 
and Taylor (2002) provide additional details with respect to the instruments used for 
these three variables. 
 
V RESULTS 
In this section we discuss the estimates from the multinomial logit models of the 
school-to-work transition. Unlike the previous literature, we also explore whether 
there are interaction effects between covariates and then estimate predicted 
probabilities to illustrate the quantitative impact of personal, family and other 
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results.  
5.1  Determinants of the school-to-work transition 
Educational attainment and the quality of schooling 
In previous work, two of the most highly significant influences on the school-to-work 
transition are the young person’s ‘predicted’ exam performance and the performance 
of their school, measured by its exam results (Bradley and Taylor 2002). A key 
difference between this analysis and our previous work is that we predict exam 
performance based on an ordered logit model of exam attainment categorised into one 
of six mutually exclusive categories. Previously, we simply predicted whether a 
young person obtained 5 or more GCSE grades A*-C or not. The treatment of the 
school’s exam performance is the same as before.  
The main difference between our earlier work and the present analysis is that the 
quantitative importance of a young person’s predicted exam performance is much 
lower. This is probably because of the difference in treatment of exam performance. 
There are also differences between boys and girls in terms of the size of the marginal 
effects. For instance, a higher predicted exam score means that it is more likely both 
boys and girls will proceed to ‘Academic’ further education, however, note that the 
marginal effect for boys (0.181) is almost twice that for girls (0.104). For both boys 
and girls, the marginal effects on the ‘Unemployment’ and ‘Employment’ are small 
and negative, whereas those for ‘Vocational’ further education and ‘Youth Training’ 
are still negative but much larger. Added together they suggest that more able young 
people have a strong preference against the so-called ‘vocational route’ to 
occupations.   
To capture the effect of school quality on the school-to-work transition we have 
included the predicted exam performance of the school attended. The important 
finding is that our index of school quality has a much larger effect, especially for girls, 
on the options chosen post-school than a young person’s own exam performance. This 
suggests that school choice is important. Young people who attend a school of ‘high’ 
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high quality schools are far less likely to enter the labour market and get a job or 
become unemployed, whereas interestingly for girls, not only are they less likely to 
enter the labour market, they least prefer the ‘Vocational’ further education route.  
In sum, the school attended by a young person provides an additional, and substantial, 
effect on the school-to-work transition. School quality does indeed matter in this 
context. 
Personal characteristics 
Non-white youths are far less likely to enter the labour market and more likely to 
proceed to further education than white youths. There are however interesting 
variations between ethnic groups and between boys and girls. For boys of all ethnic 
groups the negative marginal effects for the ‘Employment’ and ‘Youth Training’ 
outcomes are counterbalanced by positive marginal effects for the ‘Academic’ and 
‘Vocational’ further education. In the case of girls, the comparison is between the two 
labour market options and academic further education. However, the ranking of ethnic 
groups with respect to the academic further education option is exactly the same for 
boys and girls, and the magnitude of the marginal effects are almost identical. Indian 
youths are ranked highest whereas Afro-Caribbeans are ranked lowest. Afro-
Caribbean boys, and to a lesser extent Bangladeshi/Pakistani boys, are almost equally 
likely to choose vocational courses in further education, which could reflect their 
lower prior educational attainment or that they have different occupational 
preferences compared to other ethnic groups. The avoidance of labour market 
discrimination is another plausible explanation. 
Family background 
The occupational status of a young person’s parents has been found to be a powerful 
and significant determinant of the school-to-work transition. This is also the case here, 
although mainly with respect to girls. The higher the occupational status of the father 
the more likely it is that the daughter will proceed to ‘Academic’ further education. 
Compare, for instance, the marginal effect for ‘Father – professional’ (0.150) with that 
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between the impact of mother’s occupation and a father’s occupation. Having a 
professional mother has a more powerful effect on the probability of staying on 
(marginal effect=0.221) than having a professional father (0.150). A similar pattern 
occurs for boys although the results are less clear-cut. 
The type of accommodation a young person lives in may be regarded as a proxy for 
family wealth. However, it may also give some idea of the quality of the 
neighbourhood. Social or council housing is normally located on estates, which 
comprise a large share of the poor and deprived families. Amenities and schooling are 
also typically of lower quality. It is therefore likely that young people who live in 
social housing will have a different school-to-work transition than their counterparts 
who live in owner occupied housing. What we find is that young people from social 
housing are more likely to enter the labour market and are equally likely to get a job 
or become unemployed. Girls are much less likely to stay on for academic further 
education, which is an important finding in view of the UK Government’s current 
policy of widening participation in higher education amongst young people from the 
working class.     
For girls there are some interesting sibling effects. Young people with more siblings 
tend to proceed to further education, vocational and academic, and are less likely to 
enter the labour market and become unemployed. One possible explanation for this is 
that any financial constraint on investments in continued education are reduced by 
having older bothers and sisters who may be working and therefore contributing to the 
family budget.  
Local labour market 
The higher the local unemployment rate the more likely it is that young people will 
proceed to academic further education. This effect is very large and highly significant 
for both boys and girls. As expected, both boys and girls are less likely to leave school 
and enter employment when the local labour market is slack, however, rather than 
become unemployed they enter government-funded Youth Training programmes. 
Youth Training programmes are fixed term training programmes for 16 and 17-year 
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larger for boys than for girls, which is seen by comparing the marginal effects on 
‘Youth Training’ – 0.230 and 0.115, respectively. Some young people in depressed 
labour markets may therefore have been ‘pushed’ into the Youth Training programme 
because of a lack of jobs. However, other young people were ‘pulled’ into 
participating in the programme because of the quality of the training and the prospect 
of higher earnings. Evidence for the latter effect is provided by the positive and 
significant effect of the relative wage variable on the ‘Youth Training’ outcome.  
Interaction effects 
Tables 3 and 4 report the effect of various interaction terms that have been included 
alongside the main effects reported in Tables 1 and 2. We have chosen interaction 
terms for variables that had a large or statistically significant effect in the main model.  
Tables 3a and 4a report the marginal effects when each interaction term is included in 
our model of the school-to-work transition separately. These results suggest that boys 
and girls who have higher predicted exam attainment who live in labour markets with 
higher unemployment rates are less likely to proceed to academic further education. 
Rather they are more likely to enter the labour market and enter employment or Youth 
Training programmes. Thus, if more able young people enter depressed labour 
markets, they are more likely to be at the front of the ‘job queue’, as one would 
expect.  
Earlier it was argued that school quality mattered for post-school destinations. We 
explore this effect further by including an interaction term between the young 
person’s exam performance and the exam performance of the school. More able 
young people who attend higher quality schools are more likely to proceed to 
academic further education. The magnitude of the effects are 13 percentage points and 
9 percentage points for boys and girls, respectively. It is worth noting that the main 
effects on the two exam variables are similar in magnitude to those in Tables 1 and 2 
when we include their interaction effect. Thus, being an academically able student in a 
good school has an additional bonus in terms of post-school destinations.  
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performance, and social housing and our measure of school quality. Attending a high 
quality school does not appear to have a favourable effect for young people from 
council estates insofar as they are much less likely to proceed to academic further 
education. They are more likely to enter the labour market and especially in the case 
of boys enter employment or Youth Training, or they become unemployed. 
Interestingly, the marginal effect for the interaction term between social housing and 
school quality on the ‘Unemployment’ outcome is larger than the main effect for 
social housing.  For girls, a similar pattern of effects is observed with respect to the 
interaction term between the young person’s exam performance and social housing, 
although they are smaller in magnitude. 
Tables 3b and 4b report the marginal effects when all of the interaction effects are 
included in the main models reported in Tables 1 and 2. The picture is broadly similar 
to that described above, although the magnitude and statistical significance of some of 
the effects does fall.   
 
VI   CONCLUSION 
In this chapter we have reviewed the extensive literature on the school-to-work 
transition, focusing on studies of the UK and the US. We have also undertaken an 
analysis of the determinants of the school-to-work transition for England for the 
1990s. Our main conclusions are: 
  ″ A bad start to a young person’s working life has immediate and long-lasting 
economic, personal and social costs. 
  ″ There has been a shift away from aggregate time series and cross sectional 
studies of the school-to-work transition towards discrete choice modelling. With 
respect to the latter, researchers have typically moved away from a simple binary 
classification of the choices facing young people about to leave compulsory schooling 
to a multinomial characterisation. This is far more realistic because it reflects the 
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and the US. 
  ″ In recent years increased attention has focused on the length of time it takes 
for young people to move from school to their first job. The move towards a 
competing risks framework is a potentially more fruitful development than a single 
risk framework. 
″ A wide range of personal, family, school and local labour market factors 
have been found to be associated with the school-to-work transition and the time to 
first job. One of the most powerful effects arises from prior ability, or more 
specifically a young person’s exam performance during compulsory schooling. 
″ We have modelled the school-to-work transition using a unique data set that 
combines personal, family, school and local labour market variables suggested by the 
existing literature. Unlike most of the previous literature we allow the exam 
performance of the young person to be endogenous.  
″ Compared to our own earlier work using the same data set, we find that 
predicted exam performance has a less powerful effect on the school-to-work 
transition, because in this analysis the full range of exam performance is predicted.  
″ We also find that a young person’s school background, as reflected by our 
measure of school quality, has a much larger effect, especially for girls, on the school-
to-work transition. In particular young people who attend a school of ‘high’ quality 
are far more likely to proceed to ‘Academic’ further education.  
″ In keeping with the existing literature, we find that non-white youths are 
more likely to proceed to further education, although there are differences between 
ethnic groups and between boys and girls. 
″ A higher local unemployment rate encourages young people to proceed to 
‘Academic’ further education, and for those young people who enter the labour 
market, the Youth Training programme acts as alternative to unemployment. 
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  Predicted exam performance  -0.014  0.008 0.057 -0.038 0.019 0.044 -0.033 0.009 0.000 -0.019 0.010 0.051 0.104 0.022 0.000
Cohort 7  -0.002  0.004 0.668 -0.060 0.009 0.000 -0.010     
   
   
     
     
     
     
     
     
     
     
     
     
     
     
       
         
       
     
     
     
     
     
     
     
     
0.004 0.019 -0.006 0.005 0.232 0.077 0.011 0.000
Cohort 8  0.016  0.005 0.001 0.039 0.012 0.001 -0.007  0.006 0.251 -0.006 0.007 0.387 -0.042 0.015 0.004
Cohort 9  0.004  0.005 0.415 0.089 0.011 0.000 0.006  0.005 0.267 0.018 0.006 0.003 -0.117 0.014 0.000
Father only  0.001  0.009 0.868 0.011 0.021 0.610 -0.010 0.011 0.330 0.012 0.011 0.274 -0.014 0.026 0.588
Mother only  -0.004  0.004 0.398 -0.003 0.011 0.760 -0.009 0.006 0.108 -0.008 0.006 0.179 0.024 0.013 0.059
Father - professional  -0.024  0.011 0.029 -0.063 0.025 0.011 -0.020 0.013 0.126 -0.043 0.014 0.002 0.150 0.028 0.000
Father – manager  -0.015  0.007 0.031 -0.012 0.015 0.412 -0.010 0.008 0.173 -0.012 0.008 0.143 0.050 0.018 0.006
Father – associate professional  -0.012  0.009 0.213 -0.031 0.020 0.126 -0.017 0.011 0.116 -0.018 0.011 0.116 0.077 0.023 0.001
Father – skilled non-manual  -0.011  0.008 0.207 -0.027 0.018 0.148 -0.011 0.009 0.215 -0.010 0.010 0.343 0.058 0.021 0.006
Father – skilled manual  0.003  0.003 0.290 0.016 0.007 0.027 0.004 0.003 0.236 0.000 0.004 0.998 -0.023 0.009 0.010
Mother - professional  -0.002  0.012 0.874 -0.083 0.026 0.002 -0.056 0.016 0.000 -0.079 0.016 0.000 0.221 0.031 0.000
Mother  - manager  -0.011  0.007 0.115 -0.003 0.014 0.839 -0.013 0.007 0.079 -0.008 0.007 0.255 0.035 0.016 0.028
Mother - associate professional  -0.014  0.008 0.074 -0.036 0.017 0.036 -0.014 0.009 0.120 -0.042 0.010 0.000 0.104 0.020 0.000
Mother – skilled non-manual  -0.012  0.006 0.060 -0.007 0.014 0.633 -0.006 0.007 0.417 -0.029 0.007 0.000 0.052 0.016 0.001
Mother – skilled manual  -0.010  0.008 0.244 -0.006 0.020 0.752 0.018 0.008 0.025 0.015 0.009 0.093 -0.017 0.023 0.476
Indian -0.026  0.015 0.011 0.019 0.019 0.298 -0.063 0.013 0.000 -0.140 0.020 0.000 0.210 0.024 0.000
Afro-Caribbean -0.015 0.010 0.127 0.073 0.024 0.003 -0.076 0.017 0.000 -0.109 0.023 0.000 0.127 0.034 0.000
Bangladeshi/Pakistani -0.006  0.008 0.463 0.014 0.021 0.501 -0.080 0.013 0.000 -0.099 0.018 0.000 0.171 0.029 0.000
Chinese/other ethnic  -0.015  0.013 0.254 -0.024 0.028 0.391 -0.057 0.018 0.001 -0.097 0.022 0.000 0.193 0.034 0.000
Social housing  0.035  0.008 0.000 0.011 0.019 0.568 -0.004 0.008 0.674 0.035 0.010 0.000 -0.078 0.023 0.001
Other housing  0.047  0.007 0.000 -0.009 0.019 0.640 -0.015 0.009 0.096 0.033 0.010 0.001 -0.056 0.023 0.014
Both parents work  0.000  0.003 0.976 -0.006 0.007 0.411 0.001 0.004 0.795 0.022 0.004 0.000 -0.017 0.009 0.051
Both parents unemployed  0.007  0.005 0.157 -0.010 0.012 0.429 -0.008 0.006 0.161 -0.013 0.007 0.074 0.024 0.015 0.113
Local unemployment rate  -0.025  0.036 0.488 -0.330 0.086 0.000 0.115 0.039 0.003 -0.219 0.049 0.000 0.459 0.109 0.000
Log(Relative wage)  -0.012  0.026 0.662 -0.131 0.062 0.034 0.191 0.032 0.000 0.032 0.034 0.356 -0.079 0.075 0.290
Index of school quality  -0.066  0.021 0.002 -0.159 0.054 0.003 -0.077 0.023 0.001 -0.089 0.027 0.001 0.391 0.065 0.000
 
   
  40One sibling   -0.026  0.003 0.000 0.019 0.008 0.023 -0.005     
     
     
     
       
0.004 0.246 -0.019 0.004 0.000 0.031 0.010 0.002
Two siblings  -0.022  0.004 0.000 0.023 0.009 0.012 -0.007 0.004 0.117 -0.019 0.005 0.000 0.025 0.011 0.017
Three siblings  -0.025  0.005 0.000 0.002 0.013 0.889 -0.005 0.006 0.457 -0.017 0.007 0.017 0.044 0.016 0.004
Four siblings  -0.013  0.007 0.053 0.034 0.017 0.045 -0.003 0.008 0.756 -0.012 0.010 0.214 -0.006 0.021 0.757
Constant -0.025  0.042 0.012 0.059 0.028 0.036 0.041 0.013 0.002 0.016 0.016 0.308 -0.091 0.035 0.009
Number of observations  26898 
Log Likelihood   -31111 
Pseudo R2  0.0915 
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  Predicted exam performance  -0.024  0.008 0.003 -0.068 0.016 0.000 -0.062 0.013 0.000 -0.027 0.011 0.018 0.181 0.022 0.000
Cohort 7  -0.010  0.004 0.015 -0.011 0.009 0.237 -0.009     
   
   
     
     
     
     
       
     
     
     
     
       
     
     
         
       
         
     
     
     
     
     
     
0.006 0.112 -0.016 0.006 0.011 0.046 0.012 0.000
Cohort 8  0.018  0.004 0.000 0.076 0.011 0.000 0.019  0.008 0.012 -0.030 0.007 0.000 -0.083 0.014 0.000
Cohort 9  0.000  0.005 0.913 0.105 0.009 0.000 0.034  0.007 0.000 -0.009 0.007 0.161 -0.130 0.013 0.000
Father only  0.009  0.008 0.271 0.014 0.021 0.488 -0.033 0.014 0.019 0.007 0.014 0.619 0.003 0.026 0.908
Mother only  0.014  0.004 0.002 0.015 0.012 0.201 -0.026 0.008 0.001 -0.016 0.009 0.068 0.013 0.015 0.386
Father - professional  -0.019  0.012 0.122 0.021 0.023 0.365 0.000 0.019 0.998 -0.082 0.018 0.000 0.080 0.030 0.008
Father – manager  -0.013  0.007 0.071 0.031 0.014 0.025 0.001 0.010 0.928 -0.032 0.010 0.001 0.014 0.018 0.444
Father – associate 
professional 
-0.018 0.010 0.060 0.021 0.018 0.265 -0.005 0.014 0.703 -0.037 0.014 0.008 0.040 0.023 0.090
Father – skilled non-manual  -0.023  0.009 0.009 0.022 0.016 0.164 0.001 0.011 0.954 -0.023 0.012 0.044 0.024 0.020 0.236
Father – skilled manual  -0.004  0.003 0.239 0.004 0.008 0.623 0.014 0.005 0.004 0.010 0.005 0.051 -0.024 0.010 0.018
Mother - professional  0.012  0.012 0.286 0.001 0.023 0.963 -0.027 0.020 0.175 -0.083 0.019 0.000 0.096 0.030 0.001
Mother - manager  0.006  0.007 0.341 0.012 0.014 0.420 0.012 0.010 0.224 -0.022 0.010 0.032 -0.008 0.018 0.665
Mother - associate 
professional 
-0.007 0.007 0.327 0.008 0.015 0.564 -0.007 0.011 0.513 -0.047 0.011 0.000 0.053 0.019 0.005
Mother – skilled non-manual  -0.014  0.006 0.023 0.022 0.012 0.070 0.005 0.009 0.582 -0.023 0.009 0.008 0.010 0.016 0.509
Mother – skill manual  -0.007  0.008 0.396 -0.005 0.021 0.809 0.023 0.011 0.038 -0.018 0.015 0.216 0.008 0.025 0.757
Indian -0.016 0.011 0.141 0.125 0.021 0.000 -0.121 0.022 0.000 -0.240 0.031 0.000 0.253 0.030 0.000
Afro-Caribbean -0.035  0.014 0.010 0.110 0.025 0.000 -0.102 0.025 0.000 -0.086 0.026 0.001 0.113 0.038 0.003
Bangladeshi/Pakistani -0.007 0.008 0.428 0.139 0.020 0.000 -0.168 0.022 0.000 -0.129 0.021 0.000 0.164 0.031 0.000
Chinese/other ethnic  -0.020  0.013 0.123 0.090 0.026 0.001 -0.094 0.029 0.001 -0.159 0.033 0.000 0.183 0.039 0.000
Social housing  0.022  0.007 0.002 -0.024 0.015 0.104 -0.010 0.011 0.357 0.027 0.011 0.011 -0.015 0.021 0.480
Other housing  0.018  0.007 0.013 -0.012 0.018 0.492 -0.002 0.012 0.876 0.052 0.011 0.000 -0.056 0.023 0.015
Both parents work  -0.003  0.003 0.397 0.002 0.007 0.777 -0.008 0.005 0.074 0.031 0.005 0.000 -0.022 0.009 0.014
Both parents unemployed  0.000  0.005 0.951 0.008 0.012 0.500 -0.015 0.007 0.050 -0.019 0.009 0.034 0.026 0.016 0.101
Local unemployment rate  -0.090  0.039 0.021 -0.141 0.093 0.128 0.230 0.056 0.000 -0.441 0.067 0.000 0.442 0.120 0.000
   
   
  42Log(relative wage)  0.011  0.020 0.584 -0.236 0.049 0.000 0.268     
     
     
     
     
     
         
0.029 0.000 -0.024 0.033 0.452 -0.018 0.061 0.767
School quality index  -0.069  0.021 0.001 0.000 0.052 0.994 -0.048 0.032 0.136 -0.134 0.034 0.000 0.251 0.072 0.000
One sibling   -0.010  0.004 0.005 0.007 0.008 0.428 0.011 0.005 0.047 -0.007 0.006 0.229 0.000 0.011 0.968
Two siblings  -0.005  0.004 0.220 -0.011 0.009 0.236 0.007 0.006 0.217 -0.007 0.006 0.265 0.016 0.012 0.178
Three siblings   -0.006  0.005 0.261 -0.020 0.013 0.128 0.008 0.008 0.361 -0.003 0.009 0.739 0.022 0.016 0.177
Four siblings   0.000  0.007 0.973 -0.045 0.017 0.009 0.009 0.011 0.428 0.006 0.013 0.612 0.030 0.023 0.186
Constant -0.009 0.011 0.386 -0.077 0.029 0.009 -0.001 0.017 0.934 0.065 0.019 0.001 0.023 0.039 0.555
Number of observations  22662 
Log Likelihood  -27921 
Pseudo R2  0.0906 
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Panel A 
            Unemployed Vocational Training Employment Academic








0.007                             
                             
                             
0.008 0.384 -0.056 0.015 0.000 -0.037 0.010 0.000 -0.008 0.010 0.442 0.094 0.022 0.000
Predicted exam 
performance * Social 
housing 
0.009 0.004 0.034 0.023 0.012 0.054 0.014 0.006 0.013 0.020 0.006 0.003 -0.067 0.016 0.000
Social Housing * School 
quality 





            Unemployed Vocational Training Employment Academic
  Coeff  Std err  P value  Coeff  Std err  P value  Coeff  Std err  P value  Coeff  Std err  P value  Coeff  Std err  P value 
Predicted exam 
performance * Local 
unemployment rate 




0.023       
       
       
0.008 0.004 -0.070 0.019 0.000 -0.042 0.013 0.002 0.020 0.011 0.083 0.068 0.025 0.006
Predicted exam 
performance * Social 
housing 
0.004 0.006 0.501 0.028 0.015 0.067 0.012 0.007 0.097 0.007 0.009 0.413 -0.051 0.019 0.007
Social Housing * School 
quality 
0.070 0.026 0.006 -0.197 0.078 0.012 -0.069 0.033 0.036 0.097 0.040 0.015 0.099 0.094 0.292
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            Unemployed Vocational Training Employment Academic








0.015                             
                             
                             
0.011 0.197 -0.057 0.018 0.002 -0.060 0.017 0.001 -0.030 0.015 0.040 0.132 0.028 0.000
Predicted exam 
performance * Social 
housing 
0.006 0.006 0.285 0.022 0.013 0.108 0.019 0.008 0.026 0.023 0.009 0.022 -0.071 0.019 0.000
Social Housing * School 
quality 




            Unemployed Vocational Training Employment Academic








0.036       
       
       




0.001 0.008 0.861 0.013 0.017 0.441 -0.010 0.012 0.388 0.008 0.013 0.570 -0.012 0.024 0.623
Social Housing * School 
quality 
0.085 0.030 0.004 -0.064 0.080 0.423 0.120 0.052 0.021 0.055 0.056 0.329 -0.196 0.109 0.071
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Panel A The dependent variable     
Post-school outcome  Boys  Girls  Total 
Unemployed/inactive 1,973  2,480  4,453 
Academic further 
education 
15,322 18,828 34,150 
Vocational further 
education 
6,315 8,452  14,767 
Youth Training  3,246  2,763  6,009 
Employed 3,785  3,252  7,037 
Total 30,641  35,775  66,416 
    
Panel B Summary statistics for the covariates 
 Girls  Boys 




Predicted Exam performance  1.040  1.087  1.030  1.051 
Cohort 7  0.257  0.437  0.252  0.434 
Cohort 8  0.222  0.416  0.219  0.413 
Cohort 9  0.212  0.409  0.218  0.413 
Father only  0.017  0.129  0.020  0.140 
Mother only  0.076  0.266  0.069  0.254 
Father - professional  0.101  0.301  0.109  0.312 
Father - manager  0.178  0.383  0.181  0.385 
Father - associate professional  0.061  0.240  0.060  0.237 
Father – skilled non-manual  0.049  0.216  0.050  0.218 
Father – skilled manual  0.226  0.418  0.213  0.410 
Mother - professional  0.082  0.274  0.085  0.278 
Mother - manager  0.063  0.243  0.061  0.239 
Mother - associate professional  0.078  0.268  0.081  0.272 
Mother – skilled non-manual  0.198  0.399  0.193  0.395 
Mother – skill manual  0.023  0.149  0.023  0.149 
Indian 0.028  0.166  0.030  0.170 
Afro-Caribbean 0.013  0.113  0.011  0.102 
Bangladeshi/Pakistani 0.026  0.159  0.026  0.160 
Chinese/other 0.017  0.129  0.017  0.128 
Social housing  0.137  0.344  0.122  0.328 
Other housing  0.042  0.201  0.034  0.180 
Both parents work  0.507  0.500  0.506  0.500 
Both parents unemployed  0.098  0.297  0.095  0.294 
Local unemployment rate   0.097  0.041  0.096  0.040 
Log (relative wage)   0.286  0.048  0.190  0.067 
School quality  0.455  0.169  0.442  0.156 
One sibling   0.482  0.500  0.483  0.500 
Two siblings  0.218  0.413  0.220  0.414 
Three siblings  0.070  0.255  0.072  0.259 
Four siblings   0.045  0.208  0.041  0.199 
Number of observations  26898    22662   
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 The school-to-work transition is described in various ways in the literature: ‘transition from school’, 
‘first destination from school’, ‘college choice’, and ‘staying-on’.  Essentially, all of these descriptions 
refer to the choice made by individuals at a critical transitional stage in their lives i.e. at the end of their 
compulsory schooling in the UK or when to graduate in the US. We refer to this decision throughout 
this chapter as the school-to-work transition. 
ii For instance, in the US college graduates with a bachelor’s degree earn substantially more than those 
with only high school education. In 1997, annual earnings for those with a bachelor’s degree were US$ 
42,000 and US$ 26,000 for boys and girls, respectively, as compared with US$ 25,000 for male high 
school graduates and US$ 13,000 for female high school graduates (Bureau of the Census 1997).  
iii Earlier studies find no effect of the duration of past nonemployment on the duration of current 
nonemployment (Heckman and Borjas 1980), and on the re-employment hazard (Lynch 1989). Omori 
(1997) notes that these studies are flawed insofar as they adopt restrictive parametric assumptions, have  
limited sample size, fail to deal with censored observations, and use inconsistent maximum likelihood 
estimation. 
iv Recent studies report that after displacement, earnings remain from 10 to 18 percent below expected 
levels (Jacobson et al. 1993). Stevens (1997) reports that earnings remain 9% below the expected level 
six years after initial displacement. 
v Neumark (1998) find a positive effect of early labour market stability on adult wages. 
vi Korpi (1997) notes that a negative effect of unemployment on well-being may be the link between 
previous unemployment and future unemployment if such a link exist. 
vii Further education typically occurs between the ages of 16 and 18, when young people choose either 
academic courses (A and AS Levels) as a preparation for University entrance, or vocational courses, 
which have more immediate value in the labour market.  
viii Estimated test scores are used as instead of the actual measured test score. The instruments use to 
predict the test score variable include measures of school background, such as the pupil/teacher ratio, 
the gender composition of the school and the admissions policy of the school. 
ix The General Certificate of Secondary Education (GCSE) is taken in up to 10 subjects at the end of compulsory 
schooling. The gender gap varies between ethnic groups. 
x Cameron and Heckman (2000) show that short-run liquidity constraints at the college-going ages are 
much less important than long-run family background factors in promoting college attendance. 
xi The re-employment hazard refers to the instantaneous probability of leaving unemployment for 
employment at time t, conditional on having been unemployed to time t. Alternatively, a hazard can be 
thought of as an exit rate at time t. 
xii Bradley and Taylor (2002) discuss the classification of occupation chosen. 